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PREFACE 

Many  kinds  of  people  --  not  only  farmers  but  also  legislators,  congres- 
sional staff,  lobbyists,  new  employees  of  USDA  and  of  the  food  and  fiber 
industry,  and  interested  public  --  come  to  USDA  looking  for  a  quick  way  to 
understand  farm  policy.  This  series  of  booklets  is  addressed  to  that  wide 
audience  and  is  intended  as  an  introduction  to  the  key  concepts. 

The  booklet  is  meant  to  work  in  the  same  general  way  as  an  informal 
briefing,  such  as  one  given  with  a  series  of  overhead  transparencies. 
Each  page  of  the  booklet  contains  a  single  "screen"  of  illustrative  material, 
accompanied  above  and  below  by  an  "instructor's  comments"  --  all  of 
which  is  followed  by  a  question  to  the  reader.  The  answer  to  each  such 
question  will  be  found  on  the  next  page  of  the  briefing. 

Before  beginning  this  booklet,  the  reader  should  be  familiar  with  the  con- 
cepts covered  in  (1 )  The  Basic  Mechanisms  of  U.S.  Farm  Policy.  Part 
One.  Target.  Loan.  &  Deficiency.  MP-1470;  and  (2)  The  Basic  Mecha- 
nisms of  U.S.  Farm  Policy.  Part  Two.  Deficiency  Payments,  Certificates, 
and  PIK  and  Roll,  MP-1476.  See  back  cover  for  ordering  information. 


This  booklet  is  based  on  materials  supplied  by  Keith  Collins  and  Larry  Salathe    ^ 
ot  the  Economic  Analysis  Staff  and  by  various  researchers  in  the  Economic 
Research  Service  of  the  U.S.  Department  of  Agriculture.  It  was  prepared  by 
William  J.  Hudson  (The  ProExporter  Network,  Maumee,  Ohio),  under  contract 
with  the  Economic  Research  Service. 


The  complete  array  of  farm  policy  mechanisms  can  appear  overwhelming 
to  anyone  unfamiliar  with  the  history  of  US.  agricultural  legislation.  3ut 
each  mechanism  originated  in  Congress,  reflecting  public  concerns  about 
food,  agriculture,  and  the  needs  of  farmers. 


SOME  BASIC  MECHANISMS  OF  U.S.  FARM  POLICY 


Target  Price 

Loan  (Nonrecourse  loan)  Rate 

Deficiency  Payment 

Original  Deficiency 

Reduced  (Findley)  Loan  Rate 

Emergency  Compensation 

Acreage  Reduction  Program  (ARP) 

Paid  Diversion 

Base  Acres 

Program  Yield 

Program  Production 

Basic  Commodities 

Acreage  Conservation  Reserve 

Conservation  Use 

Payment  Limitation 


Projected  Deficiency 
Advance  Deficiency 
Base  Acres  &  Program  Yield 
0-92  &  50-92 
Commodity  Certificate 
Posted  County  Price  (PCP) 
PIKand  Roll 


Export  Enhancement 
Farmer-Owned  Reserve  (FOR) 
Corn  (&  Wheat)  Catalog 
Reserve  Rollover 
Conservation  Reserve  Program 
Disaster  Payment 
Marketing  Loan 


"Part  One  of  this  series  of  booklets  concen- 
trated on  the  left-hand  side  of  this  list,  and 

"Part  Two  covered  the  seven  mechanisms  at 
top  right. 


Part  Three  cov- 
ers the  remaining 
seven  mechanisms 
on  this  table. 


Let's  begin  with  two  pages  of  review  from  Part  Two. 

"Review  Question:  Are  all  payments  made  by  USDA  for  such  mechanisms 

as  "Diversion  and  "Deficiency  made  in  cash? 


No.  all  payments  are  not  necessarily  made  in  cash.  Some  part  of  "Defi- 
ciency "Payments  (and  some  other  types  of  payments)  may  be  made  with 
Commodity  Certificates. 


COMMODITY  CERTIFICATES 

The  Food  Security  Act  of  1985  (the  Farm  Bill)  authorized 
certain  program  payments  to  be  made  on  a  noncash 
basis. 

Accordingly,  the  Commodity  Credit  Corporation  (CCC)  is- 
sues  Commodity  Certificates  ("Certs"),  denominated  in  a 


cash  amount,  backed  by  the  commodities  owned  by  the 


CCC. 


From  fiscal  years  1986  through  19S9.  nearly  $ZH  billion  in  Commodity  Cer- 
tificates have  been  issued  to  farmers  as  part  of  their  direct  payments  due 
them,  and  to  exporters  under  the  Export  Enhancement  "Program  (CEP) 
and  under  other  programs  administered  by  the  CCC. 


"Review  Question:  How  does  a  recipient  of  a  "Cert"  turn  it  into  money? 


There  are  several  ways  to  use  Certs,  depending  on  who  receives  them. 


USES  OF  COMMODITY  CERTIFICATES 

A  farmer  recipient  can: 

--  Sell  or  transfer  Cert  to  another  person 

(The  market  for  Certs  trades  at  a  percent  of  face  value) 

--  Use  Cert  to  redeem  the  commodities  pledged  as  collat- 
eral for  a  price  support  loan 

--  Wait  5  months  and  return  the  Cert  to  the  government  for 
cash 

An  exporter  recipient  can: 
--  Sell  or  transfer  Cert  to  another  person 
--  Exchange  Cert  for  CCC-owned  commodities 


Note:  An  exporter  cannot  exchange  a  Cert  -for  cash  -from  the  government. 
Anyone  buying  a  Cert  (a  "subsequent  holder")  also  cannot  exchange  it  -for 
cash  -from  the  government,  but  subsequent  holders  can  exchange  the  Cert 
■for  CCC-owned  inventory. 

Question:  The  Export  Enhancement  "Program  (EEV)  provides  Certs  to 
exporters  -for  the  purpose  of  expanding  US.  agricultural  markets  abroad. 
What  commodities  have  export  bonuses  been  provided  for  under  EEP? 


A  dozen  different  commodities  have  been  provided  for  under  the  Export 
Enhancement  "Program  (EEP). 


EEP  COMMODITIES 

Wheat  and  Wheat  Flour 

Barley  and  Barley  Malt 

Semolina 

Sorghum 

Rice 

Poultry  Feed 

Vegetable  Oil 

Frozen  Poultry 

Dairy  Cattle 

Table  Eggs 


From  the  beginning  of  EEP  through  Fiscal  Year  1989,  $8.5  billion  worth  of 
agricultural  commodities  have  been  exported  under  EEP  provisions.  Bo- 
nuses awarded  to  exporters  have  amounted  to  $2.3  billion. 


Question:  Who  decides  which  commodities  and  countries  are  eligible  for 
EEP? 


An  announcement  of  an  EEP  initiative  is  a  multi-step  process,  which  begins 
with  development  of  a  proposal  within  USD  A.   This  proposal  is  then  pre- 
sented to  the  Trade  "Policy  "Review  Group,  which  consists  of  representa- 
tives of  the  following  "Departments  in  the  Federal  Government: 


TRADE  POLICY  REVIEW  GROUP  FOR  EEP 


Department  of  Agriculture 
U.S.  Trade  Representative 
Department  of  State 
Office  of  Management  and  Budget 
Department  of  Treasury 
Department  of  Commerce 
National  Security  Council 


EEP  CRITERIA 

EEP  sales  counter  competitors'  subsidies  and  other  unfair  trade 
practices  in  targeted  markets. 

EEP  sales  must  possess  the  potential  to  develop,  expand,  or 
maintain  markets  for  U.S.  commodities. 

EEP  sales  should  not  have  more  than  a  minimal  impact  on  non- 
subsidizing  competitors. 

EEP  sales  should  be  maintained  at  the  minimum  level  necessary 
to  achieve  the  program's  expected  benefits  of  export  expan- 
sion and  trade  policy  reform. 


J 


The  Trade  "Policy  "Review  Croup  decides  whether  a  particular  proposal 
meets  the  program  objectives  for  EEP;  after  approval,  USDA  announces 
the  initiative.  Criteria  for  EEP  are  changing  as  market  conditions  change. 

Question:  What  happens  after  an  EEP  initiative  has  been  announced? 


The  E.SP  process  offer  announcement  involves  private  exporters: 


STEPS  AFTER  ANNOUNCEMENT 
OF  EEP  INITIATIVE 

Private  exporters  contact  prospective  buyers  for  the 
announced  initiative  in  the  approved  country,  or  buyers 
tender  for  all  or  part  of  the  initiative  and  accept  offers 
from  prospective  exporters. 

After  tentative  agreement  on  a  sale,  the  private  ex- 
porter submits  a  request  to  USDA  for  a  subsidy  or 
bonus  with  which  to  complete  the  sale. 

If  USDA  accepts  the  request,  the  sale  may  proceed, 
and  the  bonus  is  paid  to  the  exporter  in  Certs. 


Question:  Another  policy  mechanism  which  affects  both  exporters  and 
farmers  is  the  Farmer-Owned  "Reserve  (FO'R).  Can  Certs  be  redeemed 
for  grain  pledged  as  collateral  for  a  long-term  nonrecourse  loan  under  the 
FO'R  program? 


Yes,  Commodity  Certificates  can  be  redeemed  for  grain   in  the  Farmer- 
Owned  Reserve  (FOR). 


FEATURES  OF  FARMER-OWNED  RESERVE  (FOR) 

Applies  to  grain  only 

When  entry  is  permitted,  farmer  usually  converts  a  standard 
nonrecourse  loan  to  the  FOR  by  committing  to  store  the 
commodity  for  at  least  3  years  or  until  Market  Price  reaches 


certain  "trigger  levels,"  after  which  the  FOR  is  said  to  be  in 


"release,"  and  the  commodity  may  be  marketed. 

In  return  for  keeping  the  commodity  off  the  market  and  in 
reserve,  the  USDA  pays  the  farmer  a  storage  payment  per 
month,  and  waives  interest  on  the  loan  after  the  first  year. 


The  "trigger  release"  can  be  avoided  by  using  Certs.  For  instance,  if  re- 
lease is  $320  but  VCP  is  $2.50,  then  a  farmer  holding  a  $1,000  Cert  could 
redeem  H00  bushels  of  his  or  her  own  FOR.  grain  —  without  waiting  for 
FOR  Release  to  occur.  After  such  redemption,  the  farmer  must  pay  back 
any  unearned  storage  payments  which  have  already  been  received. 

Question:   What  is  the  main  purpose  of  the  FOR? 


The  main  goal  of  the  Farmer-Owned  "Reserve  (FO"R)  is  to  help  provide  a 
"price  stability  band"  for  grain,  with  trigger  release  at  the  top  and  Loan 
"Rate  at  the  bottom,  as  shown  below. 


"PRICE  STABILITY  BAND" 

ENABLED  BY  FOR  AND  LOAN  RATE 

Dollars  per  bushel 


Time 


FOR  Release,  which 
is  the  greater  of  140 
percent  of  Loan  Rate, 
or  Target  Price 


Loan  Rate 


FOR  in  "Release  status, 
grain  stocks  come  onto 


mar 


ket. 


Farmer  puts  stocks  under  loan, 
instead  of  selling  on  market  for 
low  price. 


Question:  Under  what  circumstances  would  a  farmer  choose  to  redeem 
FOR  grain  with  Certs? 


Certain  relationships  between  prevailing  Market  "Price.  "PCP,  and  storage 
rates  will  make  it  profitable  for  a  farmer  to  redeem  FOP  grain  with 
Certs. 

Below  is  a  case  of  a  farmer  with  HOO  bushels  of  qrain  in  the  FOP  and  w/io 
has  1  month  left  before  maturity  of  the  loan. 


REDEEMING  GRAIN  FROM 
FARMER-OWNED  RESERVE  (FOR) 

FOR  grain  (bushels)  400 

PCP  per  bushel  $2.50 

Value  of  Certs  needed  to  redeem  FOR  grain     $1 ,000 


Expected  Market  Price  per  bushel 

Value  of  grain  sale 

Gain  from  sale 

Loss  of  storage  payments  (1  month) 

Net  gain 


$2.60 
$1,040 


$40 


$9 
$31 


In  this  example,  the  farmer  would  gain  $H0  by  redeeming  and  selling  the 
HOO  bushels,  but  would  have  to  give  up  $9  in  storage  payments  —  for  a  net 
gain  of  53/. 

Question:   Would  not  the  above  farmer  make  more  money  by  waiting  until 
the  loan  matured  and  then  repaying  the  loan  with  cash  and  selling  the 
grain  in  the  market? 


The  farmer  is  better  off  redeeming  the  Loan  with  Certs  if  the  cash  re- 
demption value  (Loan  "Rate  plus  interest  charges)  exceeds  the  "PCP. 


REDEEMING  GRAIN  FROM 
FARMER-OWNED  RESERVE  (FOR) 

Cert 

Exchange 

Now 

Cash  Loan 

Repayment 

at  Maturity 

FOR  grain  (bushels) 
PCP  per  bushel 
Loan  Rate  per  bushel 
Interest  charges  per  bushel 

400 

$2.50 

na 

na 

na 

400 
$2.50 
$2.55 
$0.30 

Cash  redemption  value  per  bushel 

$2.85 

Certs  used  to  redeem  grain 
Cash  used  to  redeem  grain 
Expected  price  per  bushel 
Value  of  grain  sale 
Loss  of  storage  payments 
Net  gain/loss 


$1 ,000 

na 

$2.60 

$1,040 

$9 


na 

$1,140 

$2.60 

$1,040 

na 


$31 


-$100 


In  this  example,  the  farmer  is  much  better  off  by  redeeming  the  FOR 
grain  with  Certs  than  waiting  for  the  FOR.  Loan  to  mature.  In  fact,  if 
the  farmer  did  not  own  a  Cert,  the  farmer  ought  to  be  willing  to  pay  up  to 
5/. 03/  for  a  $1 ,000  Cert  in  order  to  redeem  the  FOR.  grain. 

Question:  Can  a  farmer  redeem  FO'R  grain  prior  to  the  Loan  maturity 
date  even  though  the  "Reserve  is  not  in  "Release  Status? 
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Yes,  a  farmer  can  redeem  grain  -from  the  FO'R  with  Certs  at  any  time. 

Note:  A  farmer  cannot  redeem  grain  from  the  FO'R  with  cash  prior  to 
the  Loan  maturity  date  unless  the  FO'R  is  in  "Release  Status.  Farmers 
must  pay  certain  charges  and  penalties  if  they  redeem  the  Loan  with  cash 
prior  to  maturity  or  "Release. 


FARMER-OWNED  RESERVE  (FOR) 
RELEASE  STATUS 


Release  Statuslis  reached  whenever  the  5-day  moving  aver- 
age of  certain  market  prices  exceeds  the  "trigger  release 
level,"  which  is  the  greater  of  Target  Price  or  140  percent 
of  the  current  Loan  Rate  (regardless  of  the  Rate  when  the 
Loan  was  taken  out). 

When  in  Release  Status,  farmer  has  three  options: 

1 .  Repay  FOR  Loan  and  sell  grain. 

2.  Leave  grain  in  Reserve 

3.  Repay  FOR  Loan  and  hold  grain. 

If  Market  Price  is  above  Trigger  Release  Level  for  2  consecu- 
tive months,  storage  payments  to  the  farmer  stop  and 
interest  charges  resume  (which  encourages  marketing). 


The  ability  of  Certs  to  redeem  grain  from  the 
FO'R  when  it  is  not  in  "Release  Status  has 
helped  to  provide  grain  to  buyers  when  mar- 
kefs  would  otherwise  have  been  very  tight. 

Question:   Were  either  corn  or  wheat  F0"Rs  in  "Release  Status  during  the 
1988-89  season,  the  year  of  the  severe  drought  across  much  of  the  Nation? 
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No,  the  corn  and  "wheat  "Reserves  did  not  go  info  "Release  Stafus  during 
crop  year  1988-89.  However,  corn  was  in  Release  Status  at  the  end  of 
June  and  during  July  of  1988,  prior  to  the  harvest  of  the  1988-89  crop. 


CORN  AND  WHEAT  FOR  RELEASE  STATUS 
DURING  1988-89 


Wheat 


Corn 


Target  Price 

Loan  Rate 

1 40%  of  Loan  Rate 

Release  Trigger 

Season-average  Market  Price 


$/bushel 
4.23  2.93 

2.21  1.77 

3.09  2.48 

4.23  2.93 


3.75 


2.60 


Prices  in  1988-89  averaged  below  "Release  because  large  stocks  were  held 
under  regular  and  "Reserve  Loans,  and  the  CCC  owned  large  stocks.  A\ony 
of  these  stocks  were  marketed  because  farmers  and  exporters  used  Certs 
to  acauire  them.   This  kept  Market  Prices  from  rising  to  "Release. 

Question:  How  does  CCC  ensure  that  grain  held  in  the  FOR  meets  mini- 
mum auality  standards! 
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To  ensure  grain  quality  in  the  FOR,  the  CCC  allows  farmers  to  sell  old 
grain  in  the  FO'R,  and  replace  it  with  more  recently  harvested  grain. 

f                                                                                                                                    >| 

RESERVE "ROLLOVER" 

•     Farmer  may  sell  old 
with  newly  harvestec 

grain  in  FOR  and  replace 
grain. 

•     Farmer  is  given  from 
in  which  to  sell  the  o 
it  with  new. 

45  to  60  days 

d  grain  and  replace 

^ 

J 

During  this  short  period  near  the  end  of  the  crop  year,  the  F 
to  the  market  without  being  in  "Release  Status. 

rOR  is'open" 

Question:  How  are  CCC  stocks  made  available  to  holders  of  Certs? 
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The  CCC  issues  periodic  catalogs  which  provide  information  to  Certificate 
holders  on  inventories  held  by  the  CCC,  and  which  the  CCC  desires  to 
dispose  of. 


CCC  CATALOGS 

•  Catalogs  contain  details  on  the  amount,  qual- 
ity, and  location  of  specific  lots  of  grain  held  by 
CCC. 

•  CCC  sets  price  of  CCC  catalog  grain  based  on 
market  conditions,  location,  and  quality. 

•  CCC  offers  grain  for  sale  on  first  come  basis. 

•  Purchaser  of  catalog  grain  takes  ownership  by 
exchanging  Certs  for  the  grain. 


Question:  Certificates  allow  farmers  to  repay  their  Loans  at  the  going 
Market  Price.   Is  that  the  same  thing  that  a  "marketing  loan"  does? 
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3ot h  Certificates  and  Marketing  Loans  permit  the  payment  of  Loans  at 
less  than  the  Loan  "Rates.  Marketing  Loans  are  required  under  the  I9S5 
Farm  3/7/  for  upland  cotton  and  rice  and  are  discretionary  -for  feedgrains 
and  wheat. 


Deficiency 

Payment 

Rate 


Marketing 
Loan  Pay- 
ment Rate 


MARKETING  LOAN 

Target  Price 


Announced  Loan  Rate 


Loan  Repayment  Rate 


The  Marketing  Loan  "Repayment  "Rate  may  be  set  below  the  announced 
Loan  "Rate   to  prevent  the  announced  Loan  "Rate  from  being  a  floor  and 
thus  causing  U.S.  commodities  to  be  uncompetitive  when  world  market 
price  is  low.  "Producers  can  repay  their  Loan  at  the  Loan  Repayment 
"Rate,  sell  the  commodity  at  a  similar  Market  "Price,  and  still  receive  "Defi- 
ciency based  on  the  announced  Loan  "Rate. 

Question:  How  is  the  above  Loan  "Repayment  "Rate  determined? 
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The  1985  Farm  3/7/  specified  that  the  Loan  'Repayment  "Rates  be  set  at 
the  World  "Price,  subject  to  certain  minimum  levels. 

r                                                               \ 

MINIMUM  LOAN  REPAYMENT  RATES 

Feedgrains             70  percent  of  Basic  Loan  Rate 
Wheat                    70  percent  of  Basic  Loan  Rate 
Rice                       70  percent  of  Loan  Rate 
Cotton 

Plan  A                80  percent  of  Loan  Rate 

Plan  B                World  Market  Price 

Question:   What  is  the  difference  between  "Plan  A  and  "Plan  3  cotton 
Marketing.  Loan  programs? 

16 


The  basic  difference  between  "Plan  A  and  "Plan  3  cotton  Marketing 
programs  is  that  under  "Plan  A  the  "Repayment  "Rate  is  fixed  at  the 
ning  of  the  crop  year  and  does  not  rise  or  fall  with  World  "Price. 

Loan 
begin- 

r 

S 

COTTON  MARKETING  LOAN  PROGRAMS 

Plan  A.   Loan  Repayment  Rate  set  at  the  begin- 

ning  of  the  crop  year  and  cannot  be  set  at  less 
than  80  percent  of  the  announced  Loan  Rate. 

Plan  B.   Loan  Repayment  Rate  equal  to  World 
Price.   However,  if  World  Price  is  below  80 
percent  of  the  announced  Loan  Rate,  the 
Repayment  Rate  may  be  set  at  no  higher  than 
80  percent  of  the  Loan  Rate. 

V. 

J 

USDA 

streruj 
fixed  r 
since  1 

used  Plan  A  during  the  1986-81  crop  year.  As  market  prices 
jthened  during  the  season,  farmers  were  able  to  repay  Loans  at  th 
ate.  which  was  well  below  Market  Price.  Plan  3  has  been  used 
hen. 

e 

Question:  Under  the  above  kind  of  program,  wouldn't  crops  be  uncompeti- 
tive in  world  markets  if  world  prices  fell  below  the  minimum  Loan  "Repay- 
ment "Rates! 
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If  t he  World  "Price  is  below  the  Loan  "Repayment  "Rate,  payments  in  the 
•form  of  Certs  are  made  to  keep  the  commodity  -fully  competitive  in  the 
world  market. 


MARKETING  LOAN 


Deficiency  Payment  Rate 


Marketing  Loan  Payment 
Rate 

Certificate  Compensation 


Target  Price 


Announced  Loan  Rate 

Loan  Repayment  Rate 
World  Price 


When  the  World  "Price  is  above  the  announced 
Loan  "Rate  plus  interest,  the  Marketing  Loan  is  no 
longer  in  effect.  The  producer  may  repay  the 
Loan  at  the  regular  Loan  redemption  price  (Loan 
"Rate  plus  interest). 


Question:  How  are  "Disaster  Payments  determined? 
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Disaster  payments  depend  on  the  level  of  yield  loss  and  the  Target  "Price 
■for  the  program  crop  of  participating  farmers. 


DISASTER  PAYMENT  CRITERIA 
(Corn,  Disaster  Assistance  Act  of  1989) 


Bushels 

130  -j 

120  -■ 

110  -■ 

100  -■ 

90  -■ 

80  -■ 

70  -■' 

60  -■ 

50  -• 

40  -■ 

30  -• 

20  -■ 

10  -• 

0  -- 


per  acre 


If  actual  yield  is  above  the 
65  percent  Threshold, 
farmer  is  not  eligible  for 
disaster. 


Claim  paid  at  65  percent 
of  Target  Price  on  losses 
below  threshold. 


Program  Yield  (115) 


Claim  Threshold: 
65  percent  of  Program  Yield 
(65%  x  115  =  75)  for 
farmers  with  FCIC  insur- 
ance, otherwise  60  percent. 


If  actual  yield  is  below  the  65  percent  Threshold  (or  60  percent  for  farm- 
ers not  having  FCIC  insurance),  farmer  is  eligible  for  claim  on  that  portion 
below  the  Threshold.  For  peanuts,  sugar,  and  tobacco,  the  compensation 
rate  is  65  percent  of  the  Support  "Price. 

Question:  Does  the  "Disaster  Assistance  Act  provide  assistance  to  non- 
participants  in  commodity  programs? 
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The  Disaster  Assistance  Act  of  I9S9  provided  payments  to  producers  of 
program  crops  who  were  nonparticipants  in  commodity  programs  based  on 
the  loss  level  and  the  crop's  Loan  "Rate  (instead  of  Target  "Price,  used  for 
participants). 


DISASTER  PAYMENT  CRITERIA  FOR  NONPARTICIPANTS 
(Corn,  Disaster  Assistance  Act  of  1989) 


Bushels 
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per  acre 


Claim  paid  at  65  percent  of 
Loan  Rate  on  losses  below 
Threshold. 


Program  Yield  (115) 


Claim  Threshold: 

50  percent  of  Program 

Yield 


For  soybeans,  the  claim  Threshold  is  55  percent  (50  percent  for  other  non- 
program  crops)  of  county  yield.  "Payment  rate  is  65  percent  of  average 
price  received  during  previous  5  years,  excluding  highest  and  lowest  years. 

Question:  Can  a  producer  receive  both  a  Deficiency  Payment  and  a  "Disas- 
ter Payment  on  the  same  acreage! 


20 


No,  a  farmer  who  receives  Disaster  Payments  gives  up  "Deficiency  "Pay- 
ments on  those  acres  which  receive  the  Disaster  Payments. 

\                                                                                                                                      1 

ELIGIBLE  PRODUCTION  TO  RECEIVE 

CORN  DISASTER  AND  DEFICIENCY  PAYMENTS 

Planted  acres                                                      400      acres 

Program  Yield                                                      100      bushels  per  acre 

Program  Production                                          40,000      bushels 

Disaster  Threshold                                           26,000      bushels 

Actual  production                                             20,000      bushels 

Production  receiving  Disaster  Payments             6,000      bushels 

Production  receiving  Deficiency  Payments        34,000      bushels 

I                                                                                                                          ) 

Question:  Are  livestock  producers  also  eligible  for  Disaster  Assistance? 

21 


Livestock  producers  affected  by  drought  are  eligible  for  "Disaster  Assis- 
tance under  a  variety  of  programs. 


DISASTER  ASSISTANCE  FOR  LIVESTOCK  PRODUCERS 
(Disaster  Assistance  Act  of  1989) 

Emergency  Feed  Program  (EFP).  CCC  provides  up  to  one-half  the  cost  of 
purchased  feed,  not  to  exceed  5  cents  per  pound. 

Emergency  Feed  Assistance  Program  (EFAP).  Producers  may  purchase 
CCC-owned  grain  at  the  rate  of  50  percent  of  market  price. 

Haying  and  Grazing.  The  Secretary  may  authorize  haying  and  grazing  of 
ACR,  CUA,  and  CRP  acreage. 


Question:   What  is  the  CR"P.  and  how  much  acreage  is  currently  in  it? 
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The  CRP  is  the  Conservation  "Reserve  "Program,  which  currently  has  over 
30j6  million  acres  enrolled,  and  bids  on  another  HZ  million  acres  as  of  the 
end  of  1989.  The  1985  Farm  Bill  called  for  a  CRP  of  HO  to  H5  million  acres 
by  the  end  of  1990. 


CONSERVATION  RESERVE  PROGRAM 

The  CRP  is  a  long-term  retirement  program  for  erodible  land.   Pro- 
ducers submit  bids  for  a  10-year  contract,  stating  the  annual  pay- 
ment they  would  accept  to  convert  the  highly  erodible  land  to  vegeta- 
tive cover.  Accepted  bids  must  not  exceed  prevailing  local  rental 
rates  for  comparable  land. 


CRP  ACREAGE  IN  1989 

Wheat 

92 

Million  acres 

Corn 

3.4 

Sorghum 

22 

Barley 
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Oats 
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Cotton 

1  2 

Other 

11.1 

Total 

30.6 

Million  acres 

J 


About  6H  percent  of  CRP  acreage  has  come  from  program  crop  Base 
Acres,  resulting  in  a  reduction  of  the  total  Base  Acres.   Wheat  accounts 
for  50  percent  of  the  CRP  acreage  coming  from  program  crops. 


Question:  What's  the  regional  distribution  of  CRP  acreagel 
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C*RP  acreage  is  generally  concentrated  in  the  "Plains  States  and  the 
Western  Corn  3elt. 


DISTRIBUTION  OF  CRP  ACREAGE 
THROUGH  SEVENTH  SIGNUP,  JULY  1988 
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Question:  Where  can  the  interested  reader  go  -for  further  details  on  the 
basic  mechanisms  of  US.  -farm  policy? 
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The  most  detailed  source  of  information  on  farm  policy  mechanisms  is  the 
Agricultural  Stabilization  and  Conservation  Service  (ASCS)  of  the  USDA. 
The  ASCS  maintains  an  Analysis  "Branch  in  Washington,  and  has  agents  in 
every  county  of  the  country. 


SOME  BASIC  MECHANISMS  OF  U.S.  FARM  POLICY 


Target  Price 

Loan  (Nonrecourse  loan)  Rate 

Deficiency  Payment 

Original  Deficiency 

Reduced  (Findley)  Loan  Rate 

Emergency  Compensation 

Acreage  Reduction  Program  (ARP) 

Paid  Diversion 

Base  Acres 

Program  Yield 

Program  Production 

Basic  Commodities 

Acreage  Conservation  Reserve 

Conservation  Use 

Payment  Limitation 


Projected  Deficiency 
Advanced  Deficiency 
Base  Acres  &  Program  Yield 
0-92  &  50-92 
Commodity  Certificate 
Posted  County  Price  (PCP) 
PIKand  Roll 


Export  Enhancement 
Farmer-Owned  Reserve  (FOR) 
Corn  (&  Wheat)  Catalog 
Reserve  Rollover 
Conservation  Reserve  Program 
Disaster  Payment 
Marketing  Loan 


"Part  One  of  this  series  of  booklets  concen- 
trated on  the  left-hand  side  of  this  list,  and 
"Part  Two  covered  the  seven  mechanisms  at 
top  right. 


Part  Three  covered 
the  remaining  seven 
mechanisms  on  this 
table. 
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THREE  FARM  POLICY  BOOKLETS  FOR  SALE  ($5.50  each) 

The  Basic  Mechanisms  of  U.S.  Farm  Policy: 
Part  One.   Target,  Loan  &  Deficiency,  MP-1470 
Part  Two.  Deficiency  Payments,  Certificates,  &  PIK  and  Roll, 

MP-1476 
Part  Three.  Export  Enhancement,  FOR,  Marketing  Loans, 

Disaster  Payments,  and  CRP,  MP-1477 

Order  from  ERS-NASS:  Dial  1-800-999-6779.  Toll  free. 
VISA  and  MasterCard. 
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